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EDITORIAL NOTE: OMB control numbers re-
lating to this part 276 are contained in § 271.8.

§ 276.1 Responsibilities and rights. 
(a) Responsibilities. (1) State agencies 

shall be responsible for establishing 
and maintaining secure control over 
coupons and cash for which the regula-
tions designate them accountable. Ex-
cept as otherwise provided in these reg-
ulations, any shortages or losses of 
coupons and cash shall strictly be a 
State agency liability and the State 
agency shall pay to FNS, upon demand, 
the amount of the lost or stolen cou-
pons or cash, regardless of the cir-
cumstances. 

(2) State agencies shall be respon-
sible for preventing losses or shortages 
of Federal funds in the issuance of ben-
efits to households participating in the 
Program. FNS shall strictly hold State 
agencies liable for all losses, thefts and 
unaccounted shortages that occur dur-
ing issuance, unless otherwise speci-
fied. Issuance functions begin with the 
State agency’s creation of a record-for-
issuance to generate each month’s 
issuances from the master issuance 
file. Shortages or losses which result 
from any functions that occur prior to 
the creation of the record-for-issuance 
are subject to either paragraph (a)(3) of 
this section or subpart C—Quality Con-
trol (QC) Reviews, of part 275—Per-
formance Reporting System. 

(3) State agencies shall be respon-
sible for preventing losses of Federal 
funds in the certification of households 
for participation in the Program. If 
FNS makes a determination that there 
has been negligence or fraud on the 
part of a State agency in the certifi-
cation of households for participation 
in the Program, FNS is authorized to 
bill the State agency for an amount 
equal to the amount of coupons issued 
as a result of the negligence or fraud. 

(4) State agencies shall be respon-
sible for efficiently and effectively ad-
ministering the Program by complying 
with the provisions of the Act, the reg-
ulations issued pursuant to the Act, 
and the FNS-approved State Plan of 
Operation. A determination by FNS 
that a State agency has failed to com-
ply with any of these provisions may 
result in FNS seeking injunctive relief 
to compel compliance and/or a suspen-

sion or disallowance of the Federal 
share of the State agency’s administra-
tive funds. FNS has the discretion to 
determine in each instance of non-
compliance, whether to seek injunctive 
relief or to suspend or disallow admin-
istrative funds. FNS may seek injunc-
tive relief and suspend or disallow 
funds simultaneously or in sequence. 

(b) Rights. State agencies may appeal 
all claims brought against them by 
FNS and shall be afforded an adminis-
trative review by a designee of the Sec-
retary as provided in § 276.7. State 
agencies may seek judicial review of 
any final administrative determination 
made by the Secretary’s designee, as 
provided in § 276.7(j). 
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§ 276.2 State agency liabilities. 
(a) General provisions. Notwith-

standing any other provision of this 
subchapter, State agencies shall be re-
sponsible to FNS for any financial 
losses involved in the acceptance, stor-
age and issuance of coupons. All cou-
pon issuance shall be documented, and 
the State agency shall make available 
to the Department all primary docu-
mentation (or secondary, if the pri-
mary has been inadvertently de-
stroyed) when required to do so. State 
agencies shall pay to FNS, upon de-
mand, the amount of any such losses. 

(b) Coupon shortages, losses, unauthor-
ized issuances, overissuances and undocu-
mented issuances. (1) State agencies 
shall be strictly liable for: 

(i) Coupon shortages and losses that 
occur any time after coupons have been 
accepted by receiving points within the 
State and that occur during storage or 
the movement of coupons between bulk 
storage point issuers and claims collec-
tion points within the State; 

(ii) Losses resulting from authoriza-
tion documents lost in transit from a 
manufacturer to the State agency and 
untransacted authorization documents 
lost in transit from an issuer to the 
State agency; and 

(iii) The value of coupons overissued 
and coupons issued without authoriza-
tion, except for those duplicate 
issuances in the correct amount that 
are the result of replacement issuances 
made in accordance with § 274.6. 
Overissuances and unauthorized 
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